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SYSTEMS & EQUIPMENT LTD. 


RONEO « SCRIPTOMATIC *¢ NEOPOST « BRADMA 


November 2, 1973. 


Dear Shareholder: 


AR 35 


RAPID DATA SYSTEMS & EQUIPMENT LTD. 


Consolidated Statement of Earnings 


(Unaudited) 
Six Months Ended 
December 317 
1972 1977 
SALES $14,322,476 $5,498,028 
Cost of Sales 10,108,241 3,118,674 
GROSS PROFIT 4,214,235 2,379,354 
SELLING & ADMINISTRATIVE 
EXPENSES sn eN SIO TY MUMS TEES 
1,596,872 731,720 
OTHER EXPENSES 
Interest on long-term debt 279,710 164,053 
Depreciation and amortization 
of fixed assets and leasehold 
improvements 158,755 152,933 
Amortization of product devel- 
opment and other deferred 
costs 118,425 27,406 
556,890 344,392 
1,039 982 387,328 
PROVISION FOR INCOME TAXES 515,722 194,000 
524,260 193,328 
MINORITY INTEREST IN PROFIT 
| OF SUBSIDIARIES 44,535 92,796 
| PROFIT FOR THE PERIOD BEFORE 
EXTRAORDINARY CREDIT 479,725 100,532 
| REDUCTION OF INCOME TAXES 
ON APPLICATION OF PRIOR 
YEARS’ LOSSES 325,000 194,000 
| PROFIT FOR THE PERIOD 804,725 294,532 
| EARNINGS PER COMMON SHARE 
Earnings before extraordinary 
item 27.4¢ 7.4¢ 
Net earnings for the period 45.9¢ 17.9¢ 


Interim Report 
for the six months 
ended 


ges December 31, 1972 


Year ended June 30 


To the Shareholders: 


For the first six months ended 31 December, 1972, Rapid Data 
had sales of $14,322,476. Total net earnings for the current 
half-year were $804,725, or 46¢ per share. This includes a tax 
credit of $325,000, but also allows for development expenses of 
approximately $400,000. The development expenses were incur- 
red to expand our product base with five new models. The first 
four of these were introduced late in the second quarter and had 
little effect on our half year sales. Meaningful comparison with 
the first half of the previous year cannot be made due to Rapid 
Data’s recent entry into the electronic calculator field. 


First quarter results have been modified principally to reflect a 
subsequent price adjustment for certain calculators shipped 
during the quarter and to identify more correctly the actual time 
of shipment of another large calculator order. The restated sales 
and earnings for the first quarter are as follows: 


Quarter Ended September 30, 1972 


Net Sales $5,751,362 
Profit Before 

Extraordinary Credit 242,388 
Reduction of Income Tax 327,000 
Profit for the Period 569,388 
Earnings per Common Share 

— Earnings before extraordinary item 13.8¢ 

— Net earnings for the period S2.5¢ 


The third and fourth quarters of the current fiscal year are 
expected to show substantial increases in sales and earnings with 
volume production and shipment of new models of calculators. 
The company has succeeded in overcoming most of the problems 
related to obtaining a balanced and reliable flow of components, 
having arranged for multiple sources of supply to assure the 
maintenance of a steady rate of production growth. Order back- 
log remains strong with production capacity substantially 
booked for several months ahead. 


Other divisions engaged in marketing office systems and equip- 
ment are making satisfactory progress. The Company is in the 
process of vertically integrating its Credit Card and Identification 
Division within the North American market. This will provide a 
broader marketing organization for plastic card manufacturing 
facilities in California as well as for imprinting and embossing 
equipment and services. 


Rapid Data has reached agreement to sell to Hambros Bank, 
London, one-third of its 61% equity interest in the jointly- 
owned subsidiary, Rapid Data Systems International Limited. 
Under terms of the agreement Rapid Data will receive £400,000 
in cash, plus a guaranteed percentage of all proceeds over 
£400,000 from a planned public offering of shares of Rapid Data 
Systems International in the U.K. In the event that a suitable 
public offering cannot be made, Rapid Data has a ‘“‘put’’ option 
on Hambros Bank, and Hambros Bank has a “‘call’’ option on 
Rapid Data, for your company’s remaining 41% interest in Inter- 
national. The value will be established on a price/earnings formu- 
la but in any event will not be less than £820,000. Based on an 
Original total investment of $686,000 plus Rapid Data’s share of 
International’s earnings since acquisition of $433,000, the trans- 
action represents a substantial profit, with the probability of 
additional gain. 


Recently, Rapid Data has borrowed an additional $1,500,000 at 
8-3/4% from the Eaton Retirement Annuity Plan. The loan will 
mature on 15 July 1974, and carries 10,000 warrants for the 
purchase of shares at $13.00 per share for three years. The above 
transactions will result in the addition of $2,500,000 to working 
capital. 


On 1 January 1973, Michael A. Hasley joined Rapid Data as Vice 
President, Finance and Administration, bringing to the Company 
additional financial management strengths. 


We announce with regret the resignation of Bryan M. Benitz as a 
member of our Board of Directors. Mr. Benitz has contributed 
substantially to the growth of Rapid Data over the past number 
of years. 


On behalf of the Board, 


VC 


March 7, 1973 Clive Raymond, 


_ President 


RAPID DATA SYSTEMS & EQUIPMENT LTD. 


Consolidated Statement of Source and Use of Funds 


(Unaudited) 


Source of Funds 


Profit for the period 
Add: Minority interest in 
profit of subsidiaries 


Item not affecting working capital: 
Depreciation and amortization 

Derived from operations 

Issue of long-term debt 

Increase in deferred revenue 

Proceeds on sale of fixed assets 

Net working capital at date of 


acquisition of subsidiary acquired 


during the period 
Capital subscribed to subsidiary 
by minority shareholders 
Adjustment on consolidation of 
previously inactive subsidiary 


Use of Funds 


Reductions of long-term debt 

Net additions to fixed assets 

Deferred costs 

Long-term receivables 

Expenses relating to capital 
stock issued 

Cost of subsidiary acquired 

Effect of foreign exchange 
fluctuations on working capital 

Investments 

Dividend on preferred shares 


INCREASE IN WORKING CAPITAL 

WORKING CAPITAL - BEGINNING 
OF PERIOD 

WORKING CAPITAL - END OF 
PERIOD 


Six Months Ended 
December 37 


1972 


$ 804,725 


44,535 


“i —— 


849,260 


277,180 
1,126,440 
3,000,000 


38,357 


5,531 


4,170,328 


1,214,282 
133,205 
234,198 

10,929 


29yuun 
152,945 


1,774,670 


2,395,658 


5,594,121 


UNE, 


1971 
$ 294,532 


92,796 


387,328 


180,339 
567,667 


331,491 
723 
1,191,983 


457,600 


2,549,464 


428,392 
164,303 
59,328 
63,928 


4,000 
3,837 


43,478 
767,266 


1,782,198 
1,040,272 


2,822,470 
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SYSTEMS & EQUIPMENT LTD. a | 
RONEO * SCRIPTOMATIC * NEOPOST « BRADMA AA hae 


November 2, 1973. 
Dear Shareholder: 


The financial results of your company's. operations for the year 
encea June 30, 19/5 are presently under review and it is anticipated that 
audited financial statements will be available by November 30. We regret 
-to advise that the company has incurred substantial operating losses for A 
the year ended June 30, 1973 and the three months ended September 30th. / \ 

Eee principal reason form thewloss, incurred in our 9735 £iseal year 
was the inability on the part of ourselves and certain suppliers to meet 
planned production schedules. This situation was aggravated by a serious 
Ss Ofeagce of working capital during the fourth quarter of the 1973,.fiscal 
ieammand In the first gquarter-of the’current “fiscal yeard 


In the last twelve months we experienced many costly delays in 
production: due, to the,inability’to properly schedule the delivery of. com- 
ponents to our assembly locations. This has resulted in: a substantial 
build up of inventories combined with an inadequate volume of finished 
products -- all of which has greatly increased the immediate cash require- 
BeneswOr the company and resulted in’ foss of profits. This condition 
has been particularly acute in the three months ended September 30th when 
many of the assembly lines were partially shut down and shipments to cus- 
tomers had to be drastically curtailed. 


Notwithstanding the unfavorable results the market demand for 
[Mesconpany products atusatistactory. prices continues to be excellent. We 
are in active production on our current models and are in the process of 
mtroductng sophikstacated. new models.to our product ine? 


During the last two years the company has developed and intro- 
duced ten distinctly new models of calculators. The company's annual 
sales haveranereaséed from a levolron s4 million in its" 197% ti¥scaleyear 
fomroo.mildion in 973s This reat expansion has: understandably placed 
a serious strainion theacompanyes resources... During this period a very 
large part of the time of your senior executives has had to be devoted 
to raising the "financing «to meetsthe expanding program and” also to assist 
technically many of our assemblers and suppliers of components and to 
gear up production to meet our requirements. 


Supply and production problems are being resolved. New produc- 
tion scheduling and inventory control procedures are rapidly being installed 
and the assembly plants are in »operation. During. September we obtained a 


Substantial increase: ne ouMEcredats fine with our bankers and in the last few 
days one of our major anvestors has’ supplied us with additional temporary 


Piqvaneidad Assistance Oumect OureseriOus cash problem. Negotiations are 
presently being conducted for the provision of additional financing. 
n 7 


Yours tru ¥5 


Mi ot ener 
ered 


TORONTO OFFICE ADDRESS: 129 CARLINGVIEW DRIVE REXDALE ONTARIO M9W S5E7 TELEPHONE 678-1000 
QUEBEC MONTREAL OTTAWA TORONTO WINNIPEG CALGARY VANCOUVER 
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SYSTEMS & EQUIPMENT LTD. 


RONEO « SCRIPTOMATIC * NEOQPOST « BRADMA 


February 1, 1974 


To the Shareholders of Rapid © 
Data Systems & Equipment Ltd. 


Dear Sirs: 


Enclosed herewith is the Annual Report and financial 
statement of your company for the fiscal year ended June 30, 1973. Also 
enclosed is an estimated Balance Sheet as at December 31, 1973, an estimated 
Statement of Operations for the six months ended on that date and a copy of 
a letter to the creditors of the company which is being forwarded to them by 
The Clarkson Company Limited which was appointed as Interim Receiver of the 
company on January 31, 1974. As indicated in the notes to the Balance Sheet 
as at June 30, 1973, in the report of the auditors thereon and in the President's 
Report, that statement was prepared on the basis of the company being a going 
concern and was predicated on the ability of the company to raise additional 
capital to finance its continuing operation. 


The letter directed to the company's creditors by The Clarkson 
Company Limited comments further on the results of the year ended June 30, 1973, 
on the six months ended December 31, 1973 and on the current position of the 
company. Your Directors concur in the comments made in the Clarkson letter. 


Every effort is being made to resolve the company's current 
financing and operating problems. We are being assisted by our Bankers who 
have been maintaining and on occasion increasing our line of credit, by the 
holders of our long term debt, by our customers and by most of our suppliers. 
Negotiations for the provision of additional loan and equity capital are 
proceeding and we are optimistic that these will be brought to a successful 
conclusion. 


The appointment of The Clarkson Company Limited as Interim 
Receiver of the company's financial affairs was made at the request of your 
Directors. The primary purpose of this appointment is to permit the company 
to continue in full operation while attempting to conclude the negotiations 
for additional working capital and arrange for an orderly plan for the 
discharge of the obligation to its creditors. 


Your Directors believe that these arrangements can be 
concluded within the next few weeks. Upon their conclusion we will again 
communicate with our shareholders. 


On Behalf of the Board 


"Clive Raymond"! 


President 


ORONTO OFFICE ADDRESS: 129 CARLINGVIEW DRIVE REXDALE ONTARIO M9OW SE7 TELEPHONE 678-1000 
QUEBEC MONTREAL OTTAWA TORONTO WINNIPEG CALGARY VANCOUVER 
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AR 35. 


RAPID DATA SYSTEMS & EQUIPMENT LTD. 


AND SUBSIDIARIES 


Consolidated Statement of Loss 
For the Year Ended June 30, 1973 


Sales 
Cost of Sales 


Gross Profit 


Expenses 
Selling and administrative 
Bank interest 
Interest on long-term debt 
Depreciation 
Amortization of product development and 
other deferred costs 


Investment in U.K. Operation (note 13) 
Gain on sale of part interest 
Loss for the quarter ended June 30, 1973 
after eliminating unrealized intercompany 
profits 


Provision for Income Taxes in Profitable 
Subsidiaries 


Minority Interest in Profit of Subsidiaries 
(Loss) Profit for the year before extraordinary debit 


Loss on freeing of the Pound Sterling in June 1972 


(Loss) Profit for the year 
Average number of common shares outstanding 


Per Common Share (1972 — after deducting preferred 
share dividends of $79,202; these shares have been 
converted or redeemed as described in note 12) 


(Loss) profit for the year before extraordinary debit 
Extraordinary debit 
Loss for the year 


1973 
, 
33,997 391 
29,069,400 
4.928.191 


G97 232 
191,863 
613,020 
311,765 


2 gt383:609 
7,867,489 


(2,939,298) 
586,787 
(91,747) 


495,040 
(2,444,258) 


399,150 
(2,843,408) 


148,855 


c% (2,992,263) 


(2,992,263) 


1,752,420 


1372 
$ 
13,039,809 


7,591,805 
5,448,004 


4251 659 
bilo 
1095325 
348,452 


91,129 


495A J OL 
496,252 


496,252 


177,700 


318,552 
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AR 35. 


Royal Trust Tower 


P.O. Box 254 Toronto-Dominion Centre 
Toronto, Canada M5K 1J7 


J. L. Biddell F.C.A. Trustee in Bankruptcy 


StJohn’s Halifax SaintJohn Quebec Montreal 
Ottawa Toronto Hamilton Kitchener London 
Windsor Thunder Bay Winnipeg Regina 
algary Edmonton Vancouver Victoria 


elephone 864-1234 Area Code 416 


March 26th, 1974. 


To the Creditors of Rapid Data 
Systems & Equipment Ltd. 


Dear Sirs: 


On January 3lst, 1974, we were appointed Interim Receiver 
of Rapid Data Systems & Equipment Ltd. and wrote to you on that date to 
describe the nature of the company's problems and the urgent need for a 
major refinancing of its operations. Commencing in the month of January 
we, along with the Directors of the company and certain of its major 
creditors, held discussions with a number of Canadian and foreign companies 
in an attempt to find additional financing for the company. 


During the month of February we conducted very intensive 
refinancing negotiations with a major corporation which devoted a very 
substantial investment of time and effort in assessing the Rapid Data 
situation. The major secured lenders to Rapid Data took part in these 
negotiations and indeed offered to write-off or sell for a nominal sum 
the greater part of their own investment to assist in a reorganization 
which would permit unsecured creditors to be paid and the company to be 
reorganized and continue in business. Unfortunately, these refinancing 
negotiations were terminated by the proposed new iavestor at the end of 
February. We then pursued discussions with a number of other companies 
but no substantial interest could be generated. 


During the month of February we made arrangements to con- 
tinue the assembly of calculators at a reduced volume level and under 
took with many suppliers to acquire a substantial value of components to 
enable the completion of this inventory run-out programme. We received 
the co-operation of the vast majority of suppliers in this programme 
and will be honouring all purchase commitments made by The Clarkson 
Company Limited. 


When it became known that any significant refinancing 
prospects had disappeared, the Bank of Montreal and First National City 
Bank of New York called their loans to the company and on March lst, 1974, 
The Clarkson Company Limited was appointed Receiver and Manager by the 
Banks. 


We took steps to have the validity of the security documents 
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held by the Banks and the Eaton Retirement Annuity Plan reviewed by in- 
dependent counsel and have received an opinion that their security 
documents are in order and that consequently the Banks have a secured 
claim on the assets to the extent of their advances to the company which 
aggregate $8,950,000 and the Eaton Retirement Annuity Plan are secured lenders 
ranking immediately behind the Banks to the extent of $6,300,000. The 

T. Eaton Company Limited guaranteed the Company's Bank loans to the extent 
of $750,000. The claims of the unsecured creditors, therefore, rank 
behind secured claims amounting to $15,250,000. As shown on the 

Estimated Realization Statement that is attached to this letter, we 
anticipate that the recoveries on the realization of the assets will 

yield: a shortfall to the secured lenders in excess of $8,000,000. Con- 
sequently, there is no possibility of any recovery being available to 

the unsecured creditors. 


Realization of the Assets 


As Receiver and Manager we contacted all parties that we 
thought represented potential bidders for the company's calculator division 
assets. We called for tenders on a sealed bid basis for the following 
assets; 


~ stock of finished calculators on hand including 
those machines to be assembled under the inventory 
run-out programme totalling approximately 118,000 
calculators of various models 

-~ all remaining calculator components not used in 
the inventory run-out programme 

~ quality control test equipment and related fixed 
assets 

— patents and trademarks 

— tooling 


We received five sealed bids for these goods and equipment 
and upon the examination of these on March 15th, the bid with the highest 
cash value which was from the T. Eaton Co. Limited, was accepted. Eaton's 
will continue marketing Rapid Data calculators in Canada and will warrant 
all machines which they have sold in Canada through service departments 
that they are establishing across the country. In addition, these service 
departments will repair customerg' machines where the warranty period 
has expired. 


We are currently negotiating the sale of the remaining 
divisions and subsidiaries of Rapid Data and have reflected our estimate 
of the expected recoveries in the attached realization statement. 


We regret very much the inability of the company, its 
major lenders and ourselves to find a solution which could have permitted 
Rapid Data to be reorganized and continue in operation. The reasons for 
the company's major losses which were described in our letter to the 
creditors dated January 3lst, 1974, were basically the reasons why, in 
the final analysis, it was found impossible to interest a new investor 
to take it over. 
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The inability of the company to properly schedule deliveries 
of its calculator components during its massive expansion programme 
ultimately led to its downfall. The financial pressures which built up 
due to repeated production shut-downs were seriously aggravated by a 
downward spiral of component (and ultimately finished calculator) prices 
which took place during this period. 


The problem was further aggravated by a major dispute over 
a model of a finished calculator which the company purchased from one 
of its major suppliers. This model proved to have a very high failure 
rate and over $1,000,000 of these machines which the company bought and 
paid for proved to be unsaleable at a very critical time. The vendor 
of these calculators is also the only available supplier of the main 
component for the most profitable of Rapid Data's own lines of calculators. 
The dispute with this supplier was a major factor in the company's in-. 
ability to*“reorganizelits affairs. 


Bankruptcy proceedings 


On January 3lst, 1974 a Petition to place Rapid Data in 
bankruptcy was made to the Supreme Court of Ontario. That Petition was 
a necessary preliminary step to the appointment cf The Clarkson Company 
Limited as Interim Receiver as described in our letter to the creditors 
dated January 31st, 1974. 


The Petition filed with the Court on January 3lst, 1974 
would ordinarily have resulted in the company being placed in bankruptcy 
if it was unable to reorganize its affairs. 


In the light of the overall result of this affair and 
recognizing that the making of a formal Receiving Order under the Bank - 
ruptcy Act would only result in putting the creditors and others to con 
siderable expense and inconvenience, an application was made to the 
Court to allow the Petition which was filed on January 3lst, 1974 to be 
withdrawn. A hearing will be held before the Registrar in Bankruptcy 
at his chambers at 145 Queen Street West on April 17th, 1974 at 10:00 
a.m., at which time the Registrar will permit the Petition to be with- 
drawn, subject to some other creditor filing another Petition prior to 
that ‘date. 


We believe that the termination of the insolvency pro- 
ceedings against Rapid Data in this manner is in the best interest of 
all concerned. A formal bankruptcy of the company would in our opinion 
involve creditors and others in a good deal of expense without any pos- 
sibility of recovery. 


Should any creditor wish to file another Petition to the 
Court to have Rapid Data Systems & Equipment Ltd. adjudged a bankrupt, 
and wish to have his position consolidated with the outstanding Petition 
in order to preserve the original Petition date, he must file his Petition 
prior to the hearing scheduled for April 17th. If no formal bankruptcy 
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proceedings take place, the charter of Rapid Data will likely eventually 
be cancelled and the Company will formally be dissolved. 


We and our counsel have considered the question of whether 
there would be any possibility of recovery for creditors if there was a 
bankruptcy in order to permit possible proceedings under the Preference or 
other sections of the Bankruptcy Act. We are of the opinion that it 
would be exceedingly difficult to successfully assert any such claims. 
Even if this were done we believe that the proceeds of any such actions 
would have to be paid to the secured creditors up to the point that 
their claims were fully satisfied. 


Although The Clarkson Company Limited expects to be 
officially discharged as Interim Receiver in this matter on April 17th, 
1974 we shall be happy to provide creditors who may wish to communicate 
with us with any further information relating to this matter which they 


might require. 


Yours very truly, 


THE CLARKSON COMPANY LIMITED, 
Interim Receiver 


President 
J.L. Biddell:fe 
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RAPID DATA SYSTEMS & EQUIPMENT LTD. 


Estimated Realization Statement 


Secured Creditors: 
Bank of Montreal and 
First National City Bank of New York 
Eaton Retirement Annuity Plan 


Total claims of secured creditors 


Assets available for secured creditors: 


Approximate 
Book Value 


Accounts receivable 3,460,000 
Inventory (net of costs 

to complete and sales 

tax) 11,440,000 
Investment in sub- 

sidiaries and affil- 


liates 3,280,000 
Fixed assets 480,000 
Deferred charges 420,000 
Prepaids 680,000 


19,760,000 


Estimated shortfall to the 
secured creditors before 
overhead and receivership 
costs 


Unsecured creditors 


- balance at January 31 
- contingent 


Estimated shortfall 


Expected 


eprsey Ze 


1,460,000 


3,400,000 


1,750,000 
150,000 

fe) 
100 ,009 


5,500,000 
6,000,000 


$ 8,950,000 
6 ,300 ,000 


15,250,000 


6,860,000 


8,390,000 


11,500,000 


$ 19,890,000 
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RAPID DATA SYSTEMS & EQUIPMENT LTD. 


Consolidated Statement of Earnings (Unaudited) 


Six Months Ended December 3] 


1973 
$ 
SALES \ 11,684,439 
Cost of Sales 10,202,197 


GROSS PROFIT 


| , 482,242 


EXPENSES 
Selling and administrative 2, 669 5597 
Interest on long-term debt 320), 994 
Depreciation 97,584 
Amortization of product development 
and other deferred costs 88,495 


4,380,025 


SHARE OF LOSS IN U.K. OPERATION 20 , 803 


(2,218,506) 
PROVISION FOR INCOME TAXES 48,400 
(2,966,986) 


MINORITY INTEREST iN LOSS (PROFIT) OF SUBSIDIARIES 2,086 
(LOSS) PROFIT FOR THE PERIOD 
BEFORE EXTRAORDINARY CREDIT YW (2,964,906) 
REDUCTION OF INCOME TAXES ON 
APPLICATION OF PRIOR YEARS' LOSSES a 


(2,964,906) 


PER COMMON SHARE 
(Loss) profit before extraordinary credit 
(Loss) profit for the period 


(1.69) 
(h.69) 


1972 


$ 
14,322,476 


10,108,241 


4,214,235 
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RAPID DATA SYSTEMS & EQUIPMENT LTD. 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1973 


( Unaudited ) 
ASSETS 
CURRENT ASSETS 
Cash 
Accounts receivable - trade 
- other 


Inventories 
Prepaid expenses 


DONG-TERM RECEIVABLES 


Postage meter contracts 
Due from supplier 


INVESTMENTS IN SHARES OF OTHER COMPANIES 


PIXED ASSETS 


Accumulated 
Cost Depreciation 
$ $ 
Machinery & Office Equipment 1,629,946. 928,934, 
Computer Software 155,142. 87,154. 


1,785,088. 1,016,088. 
Leasehold improvements © 
at cost, less amortization 
DEFERRED CHARGES LESS AMORTIZATION 


Product development costs 
Other deferred costs 


TECHNICAL KNOWLEDGE -— Electronic Products 


EXCESS OF COS (OP SUSINESSES ACQUIRED OVER 
THEIR NET ASSETS AT DATES OF ACQUISITION 


17 025, 
3,554,463, 
296,608. 
11, FAT ASS. 


725, 834, 


16,342,339, 


471,599. 


19,198. 


490,797. 


906,514. 


7OU,Ote. 


67,988. 


769,000. 


16,601. 


785,601. 


512,212, 


57,341. 


569,553. 


800,000. 


724,443, 


20,619,247. 
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RAPID DATA SYSTEMS & EQUIPMENT LTD. 
CONSOLIDATED*BAL ANCE SHEET 
DECEMBER 31, 1973 


( Unaudited ) 
$ 
LIABILITIES 

CURRENT LIABIErieS 
Bank advances Sytae er, 
Accounts payable and accrued liabilities 6,361,564. 
Demand notes payable 2155000. 
Income taxes 100,664. 
Current portion of long-term debt 187,400. 
Current portion of deferred revenue 46,000. 
15, 133, 865. 
DEFERRED REVENUE, less current portion 40,9783. 
LONG-TERM DEBT, less current portion Tayi foe, S50. 
MINIORE TY INTERES T 41,817. 


SHAREHOLDERS! EQUITY 
CAPT TAL. STOCK 
Authorized - 


5,000,000 common shares without nominal 
or par value 


Issued and fully paid — 


1,753,040 common shares 5,193,066. 
CONTRIBUTED SURPLUS Vip Sirs. 
DEFICIT (7,529,908.) 


(2,335, 267.) 


20,619,247. 


XPS Oe 8 
ME, FASO. 
000 88" 
RBS OOF 
BO NEE 
OW Bd 


(i sopmomy RAN ome hoa ee AR 


I 


BOD, Gat 8.’ 


hd 
\ 
i 
li 
{ 
i my 
\ 
{ 
ie 
4 
I 
i 
j 1 
i , ) 
t 
i 
| 
i 
l : i n 
hy i 
f 
rat 
iy 


~~ suriever bereIeb 7 
nied tne-vwo eaol 
neired Ine ino eee! 


woe 
\j 
f Ai 
i , i 
, i c Hay : ea 4 
a ee hth ba 
rT iy r eee doa 
4 nf ul a Ly ares maith Net i ‘ 
‘ ; fe nthe, 
ye ¥ 
; ) 
: vitalaee 
PAAR ’ 
i} Ale ee 
Te UD AP 
j . ai y 
i 
th 
{ 
| 
Hf 
‘ 
PFC 


RAPID DATA SYSTEMS & EQUIPMENT LTD. 
CONSOLIDATED STATEMENT OF DEFICIT 
Beene sows MONTHS ENDED DECEMBER 31, 1973 


$ 
BALANCE - Beginning of Period 4,565,002, 
Loss for the period 2,964,906, 


BALANCE - End of Period 7,529,908. 
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RAPID DATA Systems & Equipment Lid. 


Officers: Eric Alan (Clive) Raymond, President 
John C. Groves, Vice-President, Calculator Division 


David E. Dillon, Secretary-Treasurer 


Directors: B. M. Benitz, 
Director of Wisener and Partners Co. Ltd. 


J. C. Groves, 
Vice-President 


J. A. McKee, 
President of J. Angus McKee & Associates Limited 


E. A. (Clive) Raymond, 
President 


D. H. Stodart, 
Vice-President and General Manager of 
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RAPID DATA SYSTEMS & EQUIPMENT LTD 
AND SUBSIDIARIES 


President’s Report 


To the shareholders: 


The fiscal year ended June 30, 1972 marked the 
entry of your company into the field of consumer 
electronics, a corporate move which gave enormous 
impetus to the product reorientation program put 
into effect a year earlier. While continuing to mar- 
ket its office machines, postage meters, credit and 
identification systems, equipment and supplies, 
your management’s main emphasis has been di- 
rected towards opening up new consumer markets 
for electronic products. 


Your company’s success in marketing the first of 
these, its Rapidman 800 pocket calculator, has sur- 
passed expectations. Rapid Data is now launching 
the second phase of its program with the introduc- 
tion to the business Ae aR market of a new 
range of electronic calculators, highly competitive 
both in quality and price. At the same time another 
consumer oriented product, the Name Caller, a low 
priced electronic telephone dialing unit, is being 
marketed by your company in Canada and abroad. 


Results of operations of Rapid Data Systems Inter- 
national Limited, (approximately 61% controlled), 
and its wholly-owned subsidiary Bradma Ltd. are 
included for the first time in the company’s financial 
statements. 


Financial Information 


Deliveries of the Rapidman 800 commenced in the 
last quarter of the 1972 fiscal year. Results reflect 
only in small measure the impact calculator sales are 
expected to make on your company’s current and 
future earnings. 


In the year ended June 30, 1972 consolidated sales 
rose sharply to $13,039,809 from $4,472,102 last 
year. This increase is largely due to volume calcula- 
tor sales in the fourth quarter and the inclusion of 
sales of your company’s U.K. subsidiaries. Profit 
for the period (before an extraordinary loss of 
$54,586 incurred on freeing of the pound sterling 
in June 1972) was $86,870 compared with a loss 
of $198,204 in fiscal 1971. 


Dividends of $79,202 on preferred shares resulted 
in a small loss per common share. The 200,000 
outstanding preferred shares were called during the 
year and converted into common stock except for 
955 shares which were redeemed. 


Rapid Data’s earnings were reduced by substantial 
product-development expenditures necessitated by 
the company’s large scale expansion into the elec- 
tronic calculator field and by increased interest 
costs during the start-up period. These expenses 
are being written off during the periods in which 
they occur. 


Working capital at June 30, 1972 was $5,594,121 
compared with $1,010,272 a year earlier. This in- 
crease reflects the proceeds of $234 million of 
834% subordinated notes due in 1977 which were 
received on June 28, 1972. A $3 million five-year 
debenture was placed privately subsequent to the 
year end. 


Unaudited results for the first quarter of the current 
year are most encouraging. Sales for the three 


months ended September 30, 1972 were $6,783,746 
and net profit, including a tax credit of $327,000 
arising from losses in previous years was $806,840 
or 46.1¢ per share. First quarter profits reflect sales 
of the Rapidman 800 only as deliveries of your 
company’s new line of desk-top calculators did not 
start until the current second quarter. By September 
30, 1972 working capital had further increased to 
$8,397,117. 


Electronic Calculators 


Earlier this year your company acquired Calcul 
MOS Ltee, a private company engaged in the de- 
sign of electronic equipment, including calculators. 
Services of the two principals who designed the 
Rapidman 800 have been retained by Rapid Data 
through long-term employment contracts. 


When first presented with the Rapidman 800 de- 
sign, your management realized that this low cost 
light-weight electronic calculator would lend ii 
self to consumer oriented mass marketing and o 

up completely new markets for merchan ie 
traditionally sold through business machine outlets. 


Rapid Data has been successful in developing this 
concept and translating it into large orders for the 
Rapidman 800 from such merchandising outlets as 
Eatons, Toronto, Gimbels, Goldsmiths, Alexanders 
and May Company, New York and on a private 
label basis, from Montgomery Ward and W. T. 
Grant, both of Chicago. In addition, shipments 
have been made to many other parts of the world. 
More than 200,000 units of the Rapidman 800 will 
have been delivered by the end of 1972. 


Broad consumer acceptance and continuing demand 
for the Rapidman 800, coupled with high volume 
component purchasing, have enabled both your 
company coe the merchandisers to further reduce 
the price of this machine, bringing it within the 
reach of an increasing number of personal and 
business users. 


Rapid Data is now shipping a range of three new 
desk-top electronic calculators. These include the 
Rapid Printer 2000, which is a high-speed printing 
calculator designed to retail at approximately half 
the price of comparable equipment. The model 
1208 is a desk-top, eight-digit display, four func- 
tion unit (add, subtract, multiply and divide) with 
a floating decimal, constant and other features. The 
1212 is similar to the 1208 except that it has a 12- 
digit display and in addition, memory capabilities. 
In the pocket-size range of calculators, several new 
models are now in the final phases of development 
and will be on the market early in 1973. 


Rapid Data recently entered into a marketing agree- 
ment with North American Rockwell Micro- 
electronics Company, a division of North American 
Rockwell Corporation. Under the terms of this 
agreement your company will market the 1208 LC 
desk- -top calculator, the first machine equipped 
with a “liquid crystal” illuminated display panel. 
The 1208 LC unit will be aCe by North 
American Rockwell and will bear the Rapid Data 
label. The American company will also supply 
quantities of micro-electronic circuits to Rapid 
Data. This relationship is of considerable signifi- 


cance to your company. It combines on a long-term 
basis, the technological expertise of North 
American Rockwell with Rapid Data’s international 
marketing know-how. 


Management’s view is that there are three large 
markets for Rapid Data’s calculators. These are: 
the existing adding machine market with an esti- 
mated present world demand of seven million units 
per year which, with lower prices, will turn to 
smaller and more functional electronic calculators; 
the present high price printing calculator market, a 
large capacity area open to Rapid Data’s modern, 
multi-function machines selling at substantially 
lower prices than comparable equipment; the new 
mass consumer market of personal and business 
users which your company helped to create with 
the introduction to world markets of the Rapidman 
800. 


The exceptionally large demands of this mass cal- 
culator market have created great pressures on the 
availability of key components. The most signifi- 
cant of these are micro-circuits (chips) LED’s 
(light emitting diodes), LC’s (liquid crystals) and 
gas discharge displays and printing heads for the 
printing claculators. All of these components are, 
and in your management’s view will continue to be, 
in short supply for quite some time to come. To meet 
this demand Rapid Data has multi-sourced its 
component supplies and is in a preferred position 
to deliver large quantities of all types of machines 
anywhere in the world. 


As a manufacturer of calculators your company will 
have provided directly or indirectly more than‘1,000 
new jobs in Canada by the end of 1972. 


Other Activities 


Although the volume and earnings potential in the 
calculator business tend to overshadow all other 
activities, continuing progress is being made by 
your company in other marketing areas. 


Sales of the company’s domestic division which 
markets postage meters, duplicating and stencil 
cutting equipment, filing and addressing systems, 
credit ard identification cards, systems and equip- 
ment continued at a satisfactory level. 


As to our subsidiaries, Haig Printing, Stationery 
and Office Supplies Limited reported higher sales 
and improved earnings; Cellulose Products Cor- 
poration expanded its sales of plastic advertising 
specialties, in addition to its credit card manufac- 
turing and embossing activities. Rapid Data 
Computer Services (Hamilton) Limited is becoming 
an increasingly important in-house computer 
facility for your company and its other subsidiaries. 
It also continues to provide data processing services 
to a group of insurance companies in Hamilton, 
Ontario. 


Earlier this year Rapid Data International obtained 
orders valued at more than $1 million from a con- 
sortium of three U.K. banks which introduced a 
new credit card system called Access, similar to 
Chargex in Canada and the Bank Americard in the 
United States. The orders to be delivered in 1973 
comprise over four million cards manufactured by 


your subsidiary Cellulose Products Corporation in 
the United States and 30,000 imprinting devices 
made in Canada. In addition, the Access group 
purchased two large Data Card embossing and 
encoding machines. A new facility to manufacture 
and emboss plastic cards has now been established 
in the U.K., using the know-how and techniques 
developed by Cellulose Products Corporation. 


The Name Caller is manufactured by Macom 
Products Corporation of Los Angeles in which 
Rapid Data recently acquired a 20% interest. Your 
company has a world-wide distribution franchise 
(except for the United States) for the Name Caller 
and, in addition, obtained first refusal privileges on 
all new products designed and made by Macom. 
The acceptance of this product in the U.S. has been 
very encouraging. 


Atarecent international seminar held in England by 
Rapid Data International, working models of our 
new copy duplicator were shown to delegates from 
some 60 countries. The response was most en- 
couraging and your management continues to view 
with optimism the potential profitability of this 
product line. It is now estimated that commercial 
deliveries will commence during the 1973 calendar 
year. 


Outlook 


The consumer electronics market presents a great 
potential of growth for Rapid Data. Judging by the 
first quarter results for fiscal 1973 and the present 
backlog of orders your directors feel justified in 
expressing optimism as to Rapid Data’s earnings in 
the current year. 


In closing I would like to express the directors’ 
sincere thanks to our loyal management team and 
to all employees whose efforts during the year 
contributed greatly to your company’s continuing 
growth. 


On behalf of the board, 


Clive Raymond 
President 


November 28, 1972 


Inspection of printed 
circuit boards at final 
sub-assembly stage prior 
to entering the 
wave-soldering 

process. 


Start of one of the twin component assembly lines 
for the an 0. Workers are inserting 
transistors in the printed circuit board. 


Workers performing the 
final inspection and testing 
of calculators prior to 
packaging for shipment. 


The R pocket calculator 
displays eight digits and 
performs the four basic 
functions +, —, x, + 
Fixed decimal 

to two places. 

Uses standard 

9 Volt battery. 


191% 


The Rapid 
ainioena aiet per- 
forms the four basic 
functions +, —, x, + 
as well as the memory functions. 

It displays 12 digits with a fixed decimal point anywhere 
from 0 to 5 places. The Rapidman 1212also does chain 
calculations, true credit balance, and produces automatic 


overflow indication. 


The Scriptomatic Model 38 Addressing Machine addresses 
letter-size mail at 2,500 pieces per hour, making use of a 
low-cost master card which can be prepared on any standard 
office typewriter in seconds. 


# 


Randomatic Datacode is a refinement of the Randomatic 
electro-mechanical information retrieval system. 

It incorporates a visual display panel to ensure accuracy 
of data selection. 


Information stored in Randomatic trays can be automatically 
sorted, cross-referenced by 30 different characteristics 

and group-selected in an instant. Datacode’s flexibility 

fits it for a wide range of applications in business, 
government and education. 


Incorporating the ease and efficiency of push-button 
operation, the Roneo 870 Copy Duplicator pro- 
duces print-perfect full-colour or black-and-white 


copies at speeds of up to 8,000 per hour. 


The Rapid Printer 2000 desktop 
calculator performs an almost infinite 
variety of operations, printing results in red (true credit balance) or black, with a 12-digit-per-line (3 sym- 
bol) capacity. The decimal point can be given any position (0-11) by pre-set tabulation. 


RAPID DATRSYSTEMS S&S EQUIPMENT Lhe 
AND SUBSIDIARIES 


Consolidated 
Balance Sheet 
as at June 30, 1972 


ASSETS 1972 
CURRENT ASSETS $ 
GaSH iy eA URAL CUA TBE CRM Ta UR AM 2,032,427 
Accounts receivable - Trade. ........ 3,675,268 
Other (note3) .... 383,598 
Inventories - at the lower of cost or 
Net realizable Value Woais | Minit wena eas 3,599,450 
Prepaid expenses nina mecumenm mucin wmnanen waite 59,703 
9,750,446 
LONG-TERM RECEIVABLES 
Postage meter contracts (note 4) ....... 434,107 
Due from supplier --- +--+ ++ eee ees 84,887 
518,994 
INVESTMENT IN ASSOCIATED COMPANY 
ake) AG RAMAN USN Si et Sa aN aur L LS as AA - 
FIXED (ASSETS Accumulated 
Cost depreciation 
Machinery and office 
equipment .... 1,979,156 936,720 1,042,436 
Computer software . 146,794 56,494 90,300 


2,125,950. 993,214 (1,132,736 


Leasehold improvements - at cost, 


LESS AIMORTIZAMONCE un wal nncoan Gaus oan 11,751 
1,144,487 

DEFERRED CHARGES LESS AMORTIZATION 
Product development costs (note 5) ..... 316,440 
Other deferred costs (note6)......... 110,018 
426,458 


TECHNICAL KNOWLEDGE - ELECTRONIC 
PRODUCTSs-sat Costi(nOte zis tari ens 800,000 


EXCESS OF COST OF BUSINESSES 
ACQUIRED OVER THEIR NET ASSETS AT 
DATES OF ACQUISITION (note 1) 
($285,718 of this amount represents the 
value of common shares issued). ....... 1,067,376 


13,707,761 


SIGNED ON BEHALF OF THE BOARD 


E.A. RAYMOND. Director 


J. A. McKEE Director 


1971 


$ 
62;975 


1,190,320 


149,556 


1,378,270 
62,773 


2,843,894 


311,184 


97,000 
408,184 


669,335 


441,094 


112,633 


bbs 727 


13,725 
567,452 


155,781 


104,748 


260,529 


159,353 
5,508,747 


LIABILITIES 1972 1971 
CURRENT LIABILITIES $ $ 
Brad vances (NOtTE:2) 6. ah kee ee 274,541 861,076 
Accounts payable and accrued liabilities . . 3,256,190 853,612 
MOCHA NES nite ection tance pe 17,777 — 
Current portion of long-term debt ..... 583,317 88,934 
Current portion of deferred revenue 24,500 30,000 
4,156,325 1,833,622 
DEFERRED REVENUE, less current portion 291,033 46,647 
LONG-TERM DEBT 
9% notes Series A (note8) ......... 269,000 304,000 
Baap MOLES (MOLE OD) ee ie) eo palecie elon 2,750,000 — 
Other long-term debt (note 10). ...... 2,697,723 656,433 
5,716,723 960,433 
Bessy CUNEnt POrtlON eis) Se fee eo ayee 583,317 88,934 
5,133,406 871,499 
MINORITY INTEREST 511,215 47,972 
SA RU Ose MOOR on Hen LOTiys 
CAPITAL STOCK 
Authorized — 
200,000 6% cumulative convertible 

preferred shares, redeemable at their par 

value of $7.25 each and a maximum 

premium of $0.45 per share (note 12) 

5,000,000 common shares without nominal 
or par value 
Issued and fully paid — 
200,000 preferred shares in 1971. .... _ 1,450,000 
1,752,040 common shares (1971 - 

1,405,738 shares) (note 11) ...... 5,186,946 2,706,634 
SOLSUIS EU S49 SOU 6S) Dae BL ed aS Sg CREE 1,575 1,575 
LT aK 1G RSPR Natta aslo Sa NG SCR PRR AOL eC (1,572,739) (1,449,202) 

3,615,782 2,709,007 
13,707,761 5,508,747 


AUDITORS’ REPORT 
TO THE SHAREHOLDERS 


We have examined the consolidat- 
ed balance sheet of Rapid Data 
Systems & Equipment Ltd. and 
subsidiaries as at June 30, 1972 
and the consolidated statements 
of earnings, deficit and source 
and use of funds for the year 
then ended. Our examination of 
the financial statements of those 
companies of which we are aud- 
itors included a general review of 
the accounting procedures and 
such tests of accounting records 
and other supporting evidence as 
we considered necessary in the 
circumstances. We have relied on 
the report of the auditors who 
have examined the financial state- 
ments of a U.S. subsidiary. 


In our opinion these consolidated 
financial statements present fairly 
the financial position of the com- 
panies as at June 30, 1972 and 
the results of their operations and 
the source and use of their funds 
for the year then ended, in accord- 
ance with generally accepted 
accounting principles applied on 
a basis consistent, except for the 
change in the method of convert- 
ing foreign assets and liabilities 
to Canadian funds as described in 
note 1, with which change we 
concur, with that of the preced- 
ing year. 


Oy GLa aie 


Chartered Accountants 


October 23, 1972 


RAPID ORTR SYSTEMS & EQUIPMENT LTD 
AND SUBSIDIARIES 


Consolidated Statement 
of Earnings 
for the year ended June 30, 1972 


nS At Sa ots PAAR San iid TR MARM Same et tay Nar) 


GROSS: PRO Riau et i ahrcinpan aan 


SELLING AND ADMINISTRATIVE 


EXPENSES (includes $111,193 bank 
interest; 1971 - $58,043) 


OTHER EXPENSES 


Interest on long-term debt ......... 
Depreciation and amortization of fixed 
assets and leasehold improvements... . 
Amortization of product development 
and other deferred costs ......... 


PROVISION FOR (REDUCTION OF) 


INCOME VEAXES iy meninieue ty mini ieee nis 


MINORITY INTEREST IN PROFIT (LOSS) 


OF SUBSIDPAR TES ira) MON aetna ae alan vehile 


PROFIT (LOSS) FOR THE YEAR BEFORE 


EXTRAORDINARY DEBIT. ........ 


LOSS ON FREEING OF THE POUND 


SRE REING HW AU AE MOT 2a ciate manana 


AVERAGE NUMBER OF COMMON 


SHARES OUTSTANDING 


PER COMMON SHARE (after deducting 


preferred share dividends of $79,202; 
these shares have been converted or 
redeemed as described in note 12) 


Profit (loss) for the year before extra- 
OLGINAFVIGEDIT ei Nn sine enon atseaticy tn 

EXtraOta inahy GEDIb ey a ucu Wl Minar nlite amie 

LOSS FOR the Vear she adi wrerie Oat y beat acon ee Mtn 


1972 


$ 
13,039,809 


7,591,805 


5,448,004 


4,342,846 


1,105,158 
169,325 
348,452 


91,129 


608,906 


496,252 


177,700 


318,552 


231,682 


1971 


$ 
4,472,102 


2,211,224 


2,260,878 


2,221,359 
39,519 


Dishse 


114,512 


77,448 
243,097 


(203,578) 


(4,346) 


(199,232) 


(1,028) 


(198,204) 


(198,204) 


1,305,738 


(21.8¢) 


(21.8¢) 


Consolidated Statement 


of Deficit 


for the year ended June 30, 1972 


Consolidated Statement 
of Source and Use 


of Funds 


for the year ended June 30, 1972 


1972 


$ 
BALANCE — BEGINNING OF YEAR 1,449,202 


(Profit) loss for the year (32,284) 


Expense relating to the issue, conversion 
and redemption of shares during the year. . 76,619 
Dividends on preferred shares 79,202 


BALANCE — END OF YEAR V5/2;139 


SOURCE OF FUNDS 
Profit (loss) for the year before minority 
interest and extraordinary loss on freeing 
OL TMCS OUMCIO HAY Nien tah anu Cray 318,552 
Items not affecting working capital - 
Depreciation and amortization of lease- 


NOGA PHOVETMEMES Te Miya se ies at tee Be aes 348 452 
Amortization of product development 

and other deferred costs. ........ 91,129 

__ 439,581 

Derived from (used in) operations. ...... 758,133 

ISSUEVOT OMG LOFIM Celoeieu sat uausone ayteniia pray oar i 4,843,526 

ISSUCSOP COMMON Shanes alma t relia eahs 2,480,312 


Capital subscribed to subsidiary by 
MITONEVeShAreHOlMersi: tai (oes wml aariaen ia _ 
Increase in deferred revenue, less current 


DO TER TARA Loe cea than TEI A ROT ILADI RS YS 03 244,386 

Working capital of businesses acquired .... 1,818,503 
10,144,860 
USE OF FUNDS 

Acquisition of interest in subsidiaries... . . 1,733,736 
Redemption and conversion of preferred 

SRATESA Wars ii einaice pas ialgreti wit pooner all's 1,450,000 
Technical knowledge of electronic products. . 800,000 
Reduction of long-term debt ......... 673,011 
Net additions to: fixed assets) ayy oh cas 331,978 
DeferredreOsts wire tk Nomen erenuEsne ain term 245,866 
LONG-LEnmreCeIVableSs Lecrme ry ay ink neuen ns 110,812 
Dividend on preferred shares ......... 79,202 
Expenses relating to capital stock issued 

ANG EGESCIMECH rennet Ru che Le ee rn 76,619 
Effect of foreign exchange fluctuations 

HAUWOCK ING CaOltann oun murennie acca oman acd 59,787 


Investment in associated company. ...... — 


5,561,011 


INCREASE (DECREASE) INWORKING CAPITAL 4,583,849 


WORKING CAPITAL - BEGINNING OF YEAR __1,010,272 
WORKING CAPITAL - END OF YEAR 5,594,121 


1971 


$ 
1,131,611 


198,204 


32,387 


87,000 


1,449,202 


(199,232) 


114,512 


77,448 
191,960 


(7,272) 
200,000 
600,000 


49,000 


ZU 257 


862,985 


(AV jon Ree 


67,888 
98,005 
44 469 
106,320 
87,000 


S230 


_ 669,335 
1,122,556 


(259,571) 


1,269,843 


1,010,272 


RAPID ORATR SYSTEMS & EQUIPMENT LTD 
AND SUBSIDIARIES 


Notes to Consolidated 
Financial Statements 


1. BASIS OF CONSOLIDATION AND EXCHANGE TRANSLATION 


The consolidated financial statements include the accounts of Rapid Data Systems & 


for the year ended June 30, 1972 Equipment Ltd. and all subsidiaries. 


Included for the first time are the accounts of Rapid Data Systems International Limited, 
which is approximately 61% owned, and its wholly-owned subsidiary, Bradma Limited. 
These companies, which are located in the United Kingdom, became subsidiaries in July 
1971 by the acquisition in that month of an additional 12% of the shares of Inter- 
national. Total cost of the 61% interest in International was $686,084 and its consolidated 
net assets at June 30, 1971 (the approximate date it became a subsidiary and after 
deducting the minority interest share) were $398,743. The excess of the cost over the 
net assets is included in the consolidated balance sheet with the item ‘‘Excess of cost of 
businesses acquired over their net assets at dates of acquisition’’ which item is not being 
amortized. These companies have been consolidated following purchase accounting 
principles from July 1, 1971. 


Assets and liabilities in foreign currencies have been converted to Canadian dollars at the 
June 30, 1972 rate of exchange. The gain or loss resulting from this conversion has been 
charged to earnings, except that the loss resulting from the freeing of the pound in June, 
1972 has been treated as an extraordinary item. 


The converting of non-current assets and liabilities in foreign currencies to Canadian dollars 
at the balance sheet date rate of exchange represents a change in basis of accounting. The 
change did not materially affect the operating results for the year. 


2. SECURITY FOR BANK ADVANCES 


Canadian bank advances of $260,364 are secured by accounts receivable of $1,804,000, 
the shares of certain subsidiaries and a first floating charge debenture. 


United Kingdom bank advances of $840,779 are secured by inventories of $1,444,462 
and first and second floating charge debentures. 


3. ACCOUNTS RECEIVABLE - OTHER 


In 1971 these included $21,203 of amounts owing by directors. These were repaid during 
the year ended June 30, 1972. 


4. POSTAGE METER CONTRACTS 


These contracts are recorded as income by discounting the gross amounts receivable over 
their term at 8% per annum. Approximately 60% of the cost of the assets is charged 
against income over the term of the contracts, which is normally five years. 


5. PRODUCT DEVELOPMENT COSTS 


These consist of unamortized balances of: 
(a) $66,640 (1971 - $99,960) for salaries, travel expenses and other marketing costs 
related to the launching of new products in a prior period. These costs are being 
written off at approximately 20% per year. 


(b) $40,195 (1971 - $55,821) of preoperating and developmental expenses of a 
U. S. subsidiary incurred in a prior period relating to the establishment of credit 
card service centres and the development of credit card verification equipment. 
These costs are being written off at the rate of 20% per year. 


(c) $209,605 of tooling and design costs relating to electronic calculators. These are 
being amortized over the estimated number of units to be sold. 


6. OTHER DEFERRED COSTS 


These consist of: 
(a) An unamortized balance of $18,863 (1971 - $27,514) relating to plant relocation 
costs and employee recruitment costs in a prior period. These are being amortized 
at various rates of not less than 20% per annum. 


(b) An amount of $31,313 (1971 - $40,930) relating to patent rights owned by a U.S. 
subsidiary. These are being amortized at 20% per year. 


(c) Expenses totalling $59,842 (1971 - $36,304) relating to the acquisition of manu- 
facturing and distribution rights and businesses. These are being amortized at varying 
rates upon completion of each acquisition. 


7. TECHNICAL KNOWLEDGE - ELECTRONIC PRODUCTS 


This was acquired during the year in consideration for the issue of 100,000 common shares 
of the Company valued at $8 per share, being the quoted market price of the shares on the 
date the transaction was agreed to. The acquisition took the form of a purchase of all the 
shares of Calcul Mos Limitée. 


9% NOTES, SERIES A 


(a) Effective January 1, 1972 the rate of interest was increased from 8% to 9%. In 
consideration of this, certain changes were made in the trust deed to accommodate 
the Company’s financial planning. 


(b) These notes mature on December 31, 1973 and are secured by a first fixed charge on 
all the issued and outstanding capital of RDM Limited, a wholly-owned subsidiary, 
and a floating charge on all of the other assets and undertaking of the Company. 


8-3/4% SUBORDINATED NOTES DUE JUNE 27, 1977 


Proceeds from the sale of these notes were received by the Company on June 28, 1972. 
They carried warrants entitling the holders thereof to purchase an aggregate of 55,000 
common shares of the Company at any time up to the close of business on June 28, 1974 
at a price of $30 per share. 


10. OTHER LONG TERM DEBT 


This consists of: res 
Term bank loans - 
Canada - repayable in quarterly instalments 
of $15,000 250,000 
U.K. - £200,000, 12% repayable in semi- 
annual instalments of £50,000 
commencing December 31, 1973 482,000 — 
8% notes due August 1, 1973 (note 16) 750,000 - 
Notes due in 1976 ($200,000 at 8% %, 
$100,000 at 8%) 300,000 200,000 
U. K. debentures - 
£200,000, interest at 2% above the U.K. bank 
rate, repayable £50,000 July 8, 1972 and 
£75,000 semi-annually thereafter 482,000 
£40,000, interest at 2% above the U.K. bank 
rate with a minimum of 8%, repayable on 
or before December 31, 1974 96,400 
7% convertible notes due September 6, 1974 125,000 
6% note, $112,619 U.S., repayable in monthly 
instalments of $1,175 U.S. (including interest), 
secured by machinery and equipment costing 
approximately $154,000 U.S. 110,929 
Liability under equipment purchase contracts 51,394 
Non-interest bearing note, repayable in quarterly 
instalments of $12,500 50,000 


2,697,723 
11. COMMON SHARES 


During the year, the following shares were issued: Number of 
shares Amount 


Technical Knowledge (note 7) 100,000 800,000 
Conversion of 7% subordinated notes 21,537 69,995 
Conversion of 199,045 preferred shares 199,045 1,443,077 
Stock options exercised 25,720 __ 167,240 


346,302 2,480,312 


At June 30, 1972, unissued common shares of the Company are reserved for the following 
purposes: 
(a) Conversion of the $125,000 7% convertible subordinated notes - 38,463 shares 
at $3.25 per share. 


(b) Options granted to employees -- Exercisable on or before 
710 at $6.50 per share December 31, 1973 
47,520 at $6 per share August 31, 1976 
12,000 at $8.50 per share January 31, 1977 
14,500 at $13.50 per share September 21, 1977 


(c) Warrants - 55,000 at $30 per share, exercisable on or before June 28, 1974. 


(d) For the minority shareholders of Rapid Data Systems International Limited who 
have the right after December 31, 1974 up to and including December 31, 1976 
to sell to the Company the whole or any part of their respective minority share- 
holdings for cash based on earnings of International or, at the election of such 
minority shareholders, the equivalent value in common shares of the Company. 


There are restrictions on the payment of dividends on the Company's common shares. 


Notes to Consolidated 12. REDEMPTION OR CONVERSION OF PREFERRED SHARES 


Financial Statements Pursuant to the terms and conditions attached to the 6% cumulative redeemable convertible 

for the year ended June 30, 1972 preferred shares with a par value of $7.25 each, the Company elected to redeem these shares 

continued — at a price of $7.62 per share on May 24, 1972. The redemption price included the par value 
of each share, the accrued dividend of $.07 per share and a redemption premium of $.30 per 
share. 


As a result of this election, and the market value of the common shares, 199,045 of the 
200,000 preferred shares were tendered to the Company for conversion into 199,045 
common shares. The remaining 955 preferred shares were purchased for redemption. 


13. INCOME TAXES 


Accumulated losses are available to apply against future earnings in determining the 
provision for income taxes in the companies concerned. Most of these losses expire during 
the next five years and are in the following companies: Total Expiring 


1973 


$ $ 
Parent 475,000 205,000 
Canadian subsidiaries 145,000 — 
Foreign subsidiaries 250,000 — 


870,000 205,000 


14. COMMITMENTS 


Annual rentals on real property leases which extend more than five years from June 30, 
1972 approximate $150,000. Such leases expire at varying dates before 1980. 


The Company has commitments for capital expenditures of approximately $145,000 which 
are not recorded in the accompanying balance sheet. 


The Company has two contracts to purchase goods for its electronic calculator business 
totalling $27,000,000. Other outstanding orders are in amounts necessary for current 
production requirements. 


15. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The aggregate direct remuneration paid or payable by the Company and its subsidiaries 
to the directors and senior officers of the Company (as defined by The Securities Act, 
Ontario) amounted to $167,064 for the year ended June 30, 1972. 


Information as required by section 122.2 of the Canada Corporations Act is as follows: 


(a) Eight persons served as directors during the year, one of whom was a replacement for 
another and one of whom resigned before the end of the year. No such person in his 
Capacity as a director received remuneration. 


(b) Five persons served as officers, two of whom were replaced during the year. The 
aggregate remuneration paid to such persons as officers was $125,280. 


(c) Two officers are also directors. 


16. EVENTS SUBSEQUENT TO JUNE 30, 1972 
(a) On August 25, 1972 the Company placed privately a debenture of $3,000,000, 
maturing July 31, 1975, the proceeds of which are to be used in financing a 
portion of its business as defined in the debenture and to redeem the 8% 
notes of $750,000 (note 10). The Company must pay fixed interest of 8% and a 
Participating interest of 6-3/4% of the annual profit of the business as defined. 
The debenture is secured by a floating charge on all the Company’s undertaking, 
property and assets, but subordinate to certain other indebtedness then outstanding. 


(b) On August 18, 1972, the Company agreed to purchase a 20% interest in Macom 
Products Corporation of California for $150,000 U. S. and agreed to provide six 
months standby financing to Macom of up to $750,000 U. S. 


17. CONTINGENT LIABILITIES 


The Company and one of its subsidiaries are defendants in certain lawsuits. Counsel is of the 
opinion that these claims may well be successfully defended either in whole or in part and 
that the Company and its subsidiary have a maximum aggregate exposure of approximately 
$35,000. Accordingly no provision has been made in the accounts for these claims. Neither 
action is connected with the Company's electronic calculator business. 


The Rapid Data organization 


CALCUL MOS 
LTEE 


Montreal, Quebec 


INTERLEASE 
ACCEPTANCE 


Toronto, Ontario 


RAPIDMAN 
SERVICE CENTRE, 


INC. 
New York, N.Y., 


Centre: 


RAPID DATA SYSTEMS & EQUIPMENT LTD., Toronto, Ontario 
Engaged in the domestic distribution of reprographic 
equipment, addressing and filing systems and mailroom 
equipment. 


Manufacturer and distributor on a world-wide basis of a 
complete line of personal identification products and 
electronic calculators. 


Clockwise from the noon position: 


RAPID DATA SYSTEMS INTERNATIONAL LIMITED, 

Havant, Hampshire, U.K. 
Markets high speed embossing and encoding machines, 
embossing services, imprinters, plastic cards and related 
credit identification equipment, within the United Kingdom 
and western Europe. 


BRADMA LIMITED, Havant, Hampshire, U.K. 
Manufacturer of addressing and imprinting machines with 
a world-wide marketing network. Branch offices and service 
facilities throughout the United Kingdom. 


RAPID DATA 
SYSTEMS 
INTERNATIONAL 


Havant, Hampshire 


LTD. RAPID DATA SYSTEMS 
& EQUIPMENT LTD. 


Toronto, Ontario 


CELLULOSE 
USA PRODUCTS 
CORPORATION 


Southgate, California 


BRADMA 
LIMITED 
Havant, Hampshire 


U.K. 


HAIG PRINTING 
and 

OFFICE SUPPLIES 

LTD. 


Toronto, Ontario 


RAPID DATA 
COMPUTER 
SERVICES 
(HAMILTON) LTD. 


Hamilton, Ontario 


HAIG PRINTING AND OFFICE SUPPLIES LIMITED, 
Toronto, Ontario 


Engaged in the manufacture of business forms, job printing 
and allied trades. 


RAPID DATA COMPUTER SERVICES (HAMILTON) LIMITED, 
Hamilton, Ontario 
A computer time sharing facility. 


CELLULOSE PRODUCTS CORPORATION, 
Southgate, California, U.S. 
Manufacturer of plastic cards and advertising specialties. 


RAPIDMAN SERVICE CENTRE INCORPORATED, New York, U.S, 


Service centre for electronic calculator products sold in the 
United States. 


INTERLEASE ACCEPTANCE LIMITED, Toronto, Ontario 


A leasing company which finances Rapid Data’s sales of 
postage meters and mailroom equipment. 


CALCUL MOS LTEE, Montreal, Quebec 


Engaged in the research, development and design of elec- 
tronic products including calculators. 
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